by HELEN B. JUNZ

Government Programs for Fiscal Years 1963 and 1964

THE Federat Budget for the fisenl
yeor 1964, presonted to Congress in
Jonyary of this year, shows that the
Govarnment intends o inorease its
demand for the Notion's output ol goods
and services by just over $3% bLillion
from the preceding fiscnl year's level.
This increase is about $% billion loss
than the 84} billion rise estimated to
fisonl 1963. The Budget estimates are
predicated upon a rise in the Gross
National Product of about $25 billien
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in the exvrent ealendar yaar snd an aven
grenter increass in GNF in calendar
Yorr 1964 due to the stimulating effects
on sronomic nctivity of the Adminis-
tration’s propased tax progrmns. This
implies o decrenss in the relative im-

portance of Qovernment purclinses as o
facter in the incroase of tolel GNP,
The semewhat reduced impact of divect
Fadoral Government demand on Lhe
sxponsicn. in satput of goeds and
servicss s in line with e Administea-
tion's deeision to astimulate ceonomie
growth by floregoing revenues rather
then by raising expenditures.

Federal fiscal posiifon=—com.parisorn of
budget and nationol incotne boses

The DBudget decument sbows the
Foderal Rzeal position on thweo difforent
beses: The adminishrative budget, the
consolidated cash stalement or cash
budget, and the national incona and
product necounts. Tabla 1 presents n
gumniney of the Federal Government’s
recoipta and expenditures in terme of
these three mensurcs. Tho adminds-
trative budpet genorally serves ns o basia
for eongressional congideration of gov-
ernizent programa. I envisages ex-
penditures of 3883 billion [or fizcal
1864, an incrense of 4% billion over
the preceding yoni, while receipts, At
£58.9 billion, are expected to rise hy
just under %1% billion. This would
result in & daficit of §11.0 Billien, »
compared with $8.8 billien in tha eur-
rent fisenl yony-

Tiwe cath dudget, which measures Lha
flow of transnctions {axcluding borrow-
ing) between the Fadernl Governmant
and the publie, differs from the con-
ventional budgel primarily bacause it
includes irust-'und aetivitics and net
sxpenditures of government-apensored
onterprises. On (his basis, expendi-
tures in fiscal 1964 ave estimated to
rise by 35% Dbillion to $122.5 billion
and recoiple by $3% billion to $112.2
billion, resulting in a <eficit of $10.3
billion, %2 billion luger than that
ostimated (or fisenl 1063,

Outlays To Continue Rise

In terms of the nefional ineome and
product aecounts, expenditures for fiscal
1964 are estimated to rise by the samc
amounl as on n cash basis, $53 hillion,
but recoipts would increase somewhat
less, by $2% billien, vesuliing it « risc
of $3) hillion in the deficit. Tha na-
tionnl income and produet necounts
budget is designed to measure the di-
rect impact of Federal fiseal activities
on the Nation’s earrent flow of incoma
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arui output. This differs from the eash
budget in various maojor respects. On
the receipt side, Che cash hudget in-
cudes taxes at the time thay are sol-
lected, while the national ioeome ne-
counis record business faxes when the
linbility s inecorved, Accordingly, the
national accounts reflect more quickly
changes in the pace of business aotiv-
ity dban do che other budget mensure-
0
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ments. Omn the expenditure side, the
nationnl income acoounts genernlly re-
cord purchases at the time of delivery
rather than whan payment iz mnde.
Affecting both, veceipts nnd expend-
itures, is the exclosion fromn the pa-
tional nocounts of transaclions in Gnan-
ciul assets nnd linbilities, Fhe wfects
on cwrrent economic sciivicy of such
trensactions mre recorded under che
pacticulmr type of exponditure which
they stimulate, such as privats invest-
ment, eonswnpiion, or exports. As
ghown in table 2 in fiscol 1964 the
major differences between the eonsh
budget and the nstional incoma ac-
counts arize from such Eneancial trans-
actions while the timing diffarences
are negligible for this period.

SURVEY OF CURRENT BUSINESS

Federal recelpts reflect tax proposals

Adoption of the Administrntion’s iax
propoanls is assutned and iz sn impor-
tnnt Inetor in the revenua estimates
for fisenl 1964. The tota] iax progrom
jmplied in the Buedget envisages cuts in
income tax rates totaling §13% billion,
partly offeet by structursl reforms
which are estimated to yield $3%
billioiz, leaving o net reduction of about
$10 billien. 'The reductions nre sched-
uled to be spread over 3 years, the firat
part becoming effective Janusry 1,19683.
Raductions in personal incoma énx rnies
would be the most important element
in the revenus loss for fizcnl 1864, As
& vesult of the propossd shanges, dis-
posable personal income in the secand

Tahle 2.—Reolatlon of Federal Governneent Receipts and Exponditures (o the Nakional
Income Accounta to the Budgek
[Fleal poaes, billEoun af dupars)
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holf of calendar 1843 is expected to be
nearly 36 hillion higher than it would
linve besn under present rntes. DLle-
spite the stimuluting efect af this
increass, the Budget estimates, which
are based upen tha assumption that
the tax progrom will be enncied in the
form proposed, postulate only n moder-
abe inerease i total personal incemes
and atoployment for calendar 1{43.

Parsonal incemea are expecied to
visa by 519 billion, to $459 billion,
during ovlendnr year 1963, 35 billion
leza than in 1962, when the gpconomy
waa recovering from the 1981 recession.
This vise would nst be sufficient to Ielly
offset the effacis of the proposed incons
tax rato reductions. As n vosult, par-
sonal ineoma tax raveinoes are budgeted
to decreass in fiscal year 1964 On a
national income snd product account
basia, this decresse is estimated o
mnouné to $14 billion.

Corpornts incoma tax liabilities in
fiscal year 1964 would not reflact much
of the proposed rate reducticns s
struetural reforms wounld come closs
to ofzotting theen. With ecorporate
profits belore lawes estimated to riee
by $2 billion in eplendnr year 1963
and &t & somewhat faster 1ta in 1864,
corporate tox linhilities would rise by
$1% billion in Ascal 1964. These Gzures
exclude tha effacts of the corporote tax
legisIntion enacted in 1982, for which
no actunl date are nvailnbie sz yet.
Tha budget estimntes imply thek these
effects would probably amount to a
reduction in corporate fax liahilities of
about $2 billion in beth the fiseal yems
1963 and 1664

Indirect business fax ncerualz gen-
erelly should rvise in line with the
expected incrense in economic activity,
The estimated XY billion ncronss in
such taxes nsswmes the passaga of legis-
tation extending the present rates of
those oxciso taxes which sra due fo
gither decline, or expire, at the end of
the current fiscal year. In additiom,
the Administration is proposing new
user charges on tansporiadon which
would Lopose o S-percenb tax on air-
freight ns well oa o tax en fucls wed in
aviation and in tranaportation on daland
waterways.

Bocial insurance conhibutions ave ta
incrense by 32 billion in fiscal 1963 and
Yr onotber $1% hillion in fiseal yauwr
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1964, A stntatory rate incrensa of one
percentaga poink, from 6X percent to
7y percant, in OASI toxes hecame
offective Jamunty 1, 1983,

purchuses major factor in
Federal expenditure rise

Rising outlayz for national seewity
will be, ae in the past seversl yenrs, the
mun cavsa for the $3% billion inersnse
in Federal purchnses during fizenl 1964,
{Seo table 2 However, increnses in
nationel defense purchases Lave besm
modernting from $4 billion in fison]
1962, to the 3% billion caiimnted for
the current fiscal year and, finally, to
$4 billion programed for fiscnl 1964.
About hoM of the 1964 incrense is for
spnce exploration, the othey half for
Department of Defensa purchases.

Table 4 shows the breakdown of
bundgetary axpenditures progromed for
the Drepartment of Defense. The §1.2
billion incraase in budgetny expendi-
tures for military personnel is for tha
most part agcounted for by o proposad
wiilitmy poy rise. This iz {0 be offee-
tiva October §, 1063, and is estinated
ko cost $0.9 billion in fiacal 1964. The
nnmber of active duty personnel is to

SURYEY OF QURRENT BUSINEES

remain vrtually unchanged, which is
nlzo refleated in the relatively verysmall
ingreass forescen in operakion and
msintenance expenditures. Purchases
of squipment ore scheduled to rise a
Little under %1 billiow, sbout in line
with the inerepss programed for the
current year. HExpenditures for air-
ernft nud missiles are expected o
ramain virtuelly unchanged from bhe
1963 level, but outlays for ships and
the ordnance and vehicles sutepory nre
elatod to rizse. Outlays for family
bhousing of military personnel are to
inerense slightly, while wmilitary eon-
struction and eivil defense programs
are Lo remnain at the flacal 1963 lovela,
Military nssistanee to forsign nations
will reflect o siep-up in deliveries of
equipment and supplies in 1963 which
is expocted to fall buck agnin in 1964
o the 1982 lavel.

Aside from aciual expenditures for
defense purchases, ithe zeonomy will
al=o bo affected by the placement of de-
fense ordma which will be paid for in
Inber years. Thus the Defensa Depinr-
ment expects to make commitments to
business and (o ncreass obbgation
funds for the procurement of squipinent

Tables 3.—Federal Recelpta and Exprnditares Lo the Matishok Tneome Accounts, 192=-1064
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FROERAL GOVERNMENT PURCHASES OF
S00DS AND SERVICES"
# Expectad to Rite by Abaut $4 Bilkon o Year Tn
Hucal Yeurs 1963 and 1944 .
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by ghout $2 billion in excess of the 1983
fow of ordars.

Other pational security programs,
such a8 ntomic energy developient and
stacl-piling of sirelegic materinla, are
not scheduled for any furihor expans
2100

HNondefanse purchasea sre projected
to rise by almost $1 billion over the fis-
cnl 1963 figure. Purchases other than
those by the Commodity Credit Cor-
porntion mre scheduled to rise by ubouk
$1¥% billioa, but QCC inventory acqui-
sition is expected to decling by roughly
34 Lillion becsuse bheavy additions to
cotton stocks catimated for 883 nre to
ba sold off in 1944.

The increass in other nondefense pur-
chases reflecis to o large axtent the full
your impact of the ficet sicp of the civil
acrvice pay rise ¢hacted lest yemr and
the second step which ie to becoms
cffective January 1884, The rempinder
of the incrense in Federal purchases is
necounted for by higher cutlays for the
rongervation and development of nut-
oral regources, the improvememt nnd
modernization of the Federnl airways
gystem and relstively small increases for
ather Goverament programs, sueh os
the authorization piven the Wenther
Bureau Inst yoor to bronden the mete-
arologieal satellite program,

63 2-d
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Other Federal axpenditures to rise

Government axpenditures, aside from
influencing GNP directly through the
purchnss of poods and serviess, contrib-
uke to final demand indivectly theough
vnrious ather typos of progrums which
enter the incone strapm, such ag trans-
for payments, grants-in-aid to Stotes,
subgidies, ate. These programa are
schedued to rise by a tobal of $2 hitlion
in fison] 1064. This iz somewhat less
$hoan the rise in thair combined eost in
fiseal 1962 or that estimated for fieenl
1983, The mnjor reacon for this chiange
is tha decline budgetad for subsidies nnd

the lower rats of ineresss in transisr

payments,

SOVERNMENT PURCHASES OF GOODS
AND SERVICES
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SURVEY OF CURRENT BUSINESS

Subsidies are expected to inll almost

3 billien Lelow fiseal 1983 levels,
mainly becausa bhe [ull-yesr impnet of
the postal rate increases which enme
inio effact Jawuary 1943 will be falt in
fiscal 1064 and will veduce the post
office deficit significantly.

Transfor payments fo persons ave
scheduled to rise by 31 billion as com-
pared with an increase of $1} billion in
fiscal 1963. Tbe lower rute of inerease
iz duoe to an expected redustion in
unemployment benefit payments, partly
bocanse bus=iness conditions ara ex-
pected to improve snd partly becanse
Cougress did not renew the temporary
sxtendad unemployment compensadion
pragrim.  In sddition OAST bensfit
paymonts are to increase leas in fisenl
1964 than in the precading year when
the effects of tha Sacin] Security Amend-
ments Act of 1961 were still being ab-
gorbed. Alsp, in fiseal 1063, payments
of specinl and accelornted veteran's
ineuranee dividends wore anthorized,
whila no such poyments nre budgeted
for 1964. Resenrch ond development
contraets awarded to individuals and
nonprofit institutions, expenditures for
which ara induded o tronsier pay-
ments, are the only major eabegory
estitanted to riza at o faster proe then
in the preceding year.

Grante-din-nid to State and lecal gov-
grmments sre slabed to vize by $1 billion.
A large paxt of this incrense is for the
highwoy construction program nngd the
aceelernied public works program en-
ncted last venr. New legislation is
proposed for increased payments to the
District of Columbia, asskisnes to
schoole in Tederally offocted arens, and
a new cduention program,

The expested increase in the Federal
defieit will result in a higher national
dobt, whiel in turn will bring about an
inerense in interest payments of sbout
3% billien,

For tho oar Eettn, the sstimates for
fisenl 1963 show that during tha current
and the noext guarter, Federsl receipta
on 0 nationnl income hasis (including
the affects of the 1932 tox progiam) ara
to rize, on the nvernge, by $1% billion
8 quorter (annual rates), Most of this
rigs, however, will be concentrted in
the cnrrent guoréer, ob the beginning
of which » statutory rate inercase in

February 1043

Table 3.=Deicnac Deportiient Budgekary
Expendituves, Military Funations and
Milivary Assistance, Floeal Years 1943-
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gocinl sceurity tax eontributions be.
enma  effective.  This inereasa will
mise the lsvel of social insuranes
contributions by ohout $2 bhillion at
annunl rates, Expenditures, which in
the fourth quarter of 1962 tan at
£112 billion would have to incrense on
tha wversge by $2X billion & quarter if
the Budget estimates ave to be realized.
Most of thia inerense would come in
purchases of goodds and services, which
should go up $1¥ billion a gquorter,
Bince the estimated increase in expendi-
ture exeeeds that in receipts, the def
icit would widen fron its current
estimated level of nbout $4% Dbillion
by tn avernge of approximately ¥%
billicn a guarier.

Siate and local expansion to continie

As in past yenrs, steadily incrensing
demand for goods and serviess by
State and loenl gorvernments is ex-
pected %o reinforca Federal buying
considerably., DBased on past trends,
it iz expocted that Stoate and locnl
purchases would rise by nbout 4%
billion during fiscnl 1984, Thus all
governiment units combined would con-
tribute $8Y billion toward the ex-
pected expansion in final demand.

New construction outlays, for high-
ways, achools, eanitary focilities and
aren redevelopment would contribute
heivily to tha genersl rise in expendi-
turcs. In addition, payrolls ore ex-

{Tendinued on poge 19
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New Cars: Tha valne of the nest
change Iin new car inventories waa
obtained by multiplying the change in
ihe number of aars in dealers’ inven-
toriea by the sverage cost value per cor
The nutiber of eara held i {rrachised
Jealers’ inventories for the peried back
i 1951 was obtained from trade jour-
nals, Estimates for the proceding
periods wera based on the implicit
inventory chonges derived by subdract-
ing dealess’ domestic snlea and exports
from fectory soles. The averape vost
valize per car in denlers’ inventories was
estitnnted by dividing the wholesals
value of new care zold by U.S. asgemhly
plonts, by the mumber of cars sold ns
indieated in the faetory sales sories;
both of these time series are published
in Aufomobile Facly and Figures, 1962,
Tha computed nvernge cost value wae
adjusted to include the estimatad
4 fraight cosis to the denler.
| Dlsed Carer The number of used cars
beld in inventoriea by franchised new
ear denlers is availabie back to 1951 in
trnde jommals. Thin zeries was in-
} creased to include the inventorien of
B used car dealers on the basis of Cenans
Buorean information which showed for
1 12 quarters between 195¢ and 1957, the
nonber of used cors heid by vsed cor
| dealers. The nvernga ratio of used cars
f Leld by both pew onr nod used car
4 denlers, to the vsed cor inventories of
1 new onr dezlerm only in this 1954-57
{ peried provided ihe ndjustinent foctor
¥ for estimating tha inventories of oon-
franchised dealers used for otheyr
periods.

The average cosi per used car in
] Danchised new car dealers’ inventories
g for the period baok to 1951 was obtained
1 Irom Lthe Nationel Autainohile Dealers
{ Association report, “Operating Aver-
ages for the Automobile Ratniling
1 Industry”. There is no comparable
{ infonnation for used car dealers but
informed sources nt WADA were of the
$ opinion thet the averege cost of used
4 omr inventories would be about the
same for both types ol dealers.

Multiplying the total number of usad
curs held by all dealers, by the average
cost per unit yielded s value series for
the perigd 1961 to date, The total
value of both new snd used car stocks for

. il

SURVEY OF CURRENT BUSINESS

yenrend 1951 wos extrapolated back on
the basis of wholesale automotive paper
held by finance companies. The new
car inventory  eatimates, described
above, were then subteacted from this
extrapolated pew and used ear inven-
tary total yielding the nsed car inven-
tory oetimate as a residunl fov the
pre-18531 period.

Exports and imports

Dats were obtained from the Burean
of the Cenaus publications, Quarterly
Summary of Foreign Commeres of ihe
United States, Loble 3 {for exports), and
tahle & (for imporis): Iiited Sinfes
rgorie of Domestte and Foreign Mer-
chandise—Tommodity by Country, FT
410 and Unilsd Stotes Tmporis of
Merchandise for Consumption—Cam-
modity by Coundry of Origin, FT 110
Exports include the cnbegories, new
automohiles, usad automobiles, and
engine bodies and pares rendy for nszan-
by (knocked-down autos). Imporis
melude new automobiles nnd uvsed
aatomobiles,

Soosonal edjustment

The derivation of seasonal factors
for the various serics compuising the
aubo product was done by tho Clensus
Method I1 Prograan, A deseriplion of
the methodoloay is availnbie from the
Burenu of the Census on request.  The
seascnal factore were reviewed and
modifications made in a few instapeos
where necessmy, In the case of the
principnl eomponent series—domesti-
onlly preduced new cars—the number
of units and the svernge price pey unit
were separntely adjusted for seasonal
vorintion, A teading-day adjustment
wng mada in tha number series prior to
seasonal pdjustment. The unadjusted
qunrterly data nre avrifable on roquest,

Deflation

New ears, domesticc: This ewrent
dollar series wna deflated by en un-
puhblizhed seasanolly adjusted consumer
price index for pew cars compiled by
the Bureau of Lobor Statistics.

New covs, foreign, ond idmports: In
the nbeence of 2 suitable composite
price index for imported caxs, it was
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resumed that such an index could be
approximated for recont years {when
imporks rose signifieantly} by the move-
ment of the port-of-entry prices of
Volkawngana, Tlis iz n {aitly standard-
izod car snd egnstitutes tho lergest
selling imported ear, This serics wns
wvailable froin Awiomotive News [or the
peried 1057-1%62. For tha years pricr
te 1057, when the volune ol imporéed
cnrs was very amall, the wholeasls price
index for TJ.8. molar vohicles was usead.

[Faed ear margins:  The deflated
sories was derived o8 o product of the
1954 gvornge margin per used cer—
ndjusted to exclude exeessiva brada-in
aliowanea—and the nmnber of used
cnrs sold.

Change tn business tnvenfories and
Exnovts: Both of these series were de-
flatad by the BLS wholesnle price
index For motor vehicles.

Government Programs
{Continued from page 12)
peoted to continws bte advance, re-
Aroting boil: steady nddition to Steto
and local s ploytment and bigher wage
rakes,

It ie difficult to project Siata and
loeal poverniment recsipts over the next
yeor indl a hali. Selez and ineome taxes
would generally rise about in ling with
ths expectad expansion in economie
activity. However, passage of the
Administration’s tax program may su-
tomaticelly vield additional rovenunes
Lo Stata and loesl povernmeants. Whare
Federal taxes iave deduetible under
Siate income tax laws, a rednetion in
Foderal tax paymonts will automaii-
cally incresse taxahle incomes for Siate
and Jocal tax pwrposes. Tn addition,
many Stntes follow the Federal format
in ellowing deductions. Btructoral roe-
forms tightening deductions ailowable
under the Federal tox laws, rlso wonld
give inerensed revenues to thesa Statee,
Since State and leeal governments have
actually more projects on hand then
they are able to finance readily, & large
proportion of any inerenss in revanues
mey ga for higher expenditures. Thus
it would be reasonable &0 expect the
continuation of n small ghort-fall in
agategals receipta over expediturea of
State and local governmeat unita.



